g Internal Revenup Service Department of the Treasury

District P.0, Box 2508 :
Director Cincinnatir» OH 435201

Person to Contact?

Telephone Number!

Refer Reply to!
EF/ED -
Date!

AUG 13 1986

Dear Sir or Madan:

Ke have considered your application for recognition of exemption from
Federal income tax under the provisions of section S501(e)(3) of the
Internal Revernue Code of 1954 and its sapplicable Income Tax
Regulations, Eesed on the available informatiom» we have determined
thoat you do not qualify for the reasony set forth on Enclosure I,

Comsideration was 2iven to whether vyou qualify for exemption wnder
other sobecections of section ©01(c) of the Code and we have concluded
that you do nnt,

As your organization has not estcblisthied exemption from fFederal income
taxs it will be necessary for you to file an ennual income tax return
er Form 1120, Contributions to you are not deduyctible wnder section
170 af Lhe Code. '

If youw are in aygreement with our eroposed denialy please sign and
returr one copy of the enclosed Form 6018y Consent to FProposed Adverse
Actiron.

You have the right to protest this proposed determination if you
believe that it is incorrect. To protesty you should submit a3 written
appeal giving the facuv. law arnd other information to support your
position as explsined in the enclosed Fublication 892, "Exempt
Organizations Appeal Frocedures for Unagreed Issues®., The appeal must
be submitied within 30 days from the date of this letter and must
be signed by orne of yoour principal officers. You may request a3
hearing with 3 member of the office of the Regional Director of Appesals
whern you file your appeal. If a hearing is requested, you will De
contacted to arranee a8 date for it, The hearing may be held at the
Regiona) Officer or» if you reguest, av any mutuslly convenient
Digtrict Office, If you are to he represented by someone who is not
orne of your principal officersy he or she must file 8 proper power of
attorrney and otherwise gualify wnder ourf Corference and Fractice
Requirements as set forth in  Section 601,302 of the Statement of
Frocedural Rules, See Treasury Department Mircular No. 230,




If you do not protest this proposed determination in a3 +timely manner,
it will be considered by the Imternal Revenue Service 8s 3 failure to

exhaust available adrinistrative remedies. Section 7428(1){2) of the
Irternzl Reverue (Crde provides in part that!

A declaratory iudgement or decree under this sectiom shall
not be issued in any proceeding uwnless the Tax Court.» the
Claims Couwrts or the district court of the United States for
the District of Ceiumbia determines that the organization

involved has exhauvsted administrative remedies avasilable +to
it within the Tnternal Revenue Service.

If we do not hear from you within the time specified:

our final determination, In that event: appropriate State officials

will be rnotified of this action in accordance with the provisions of
section 46104(¢) of the Code,

this will become

Sincerely yours:

3

District Director

Ernclosures: 3




Enclosure I
Reasons for propoeed denial of exempt status

Informaticn submitted with your application indicates that vyou were
created .onder Articles of Incorporation on [ . Bl Your Articles
nf Incor~oration grovide that your purpose is the management of public
and private houwsing facilities and all purposes in connection
therewitt » dincluding involvement with related activities within the
general coHmmunity so as to further the common welfsare and well-being of
the community.,

Your amended Articles of Incorporstion state +that you are orgsnized
exclusively for charitables religiousy educational and scientific
gpurposesy including for such pureposesy the making of districutions to
organizations that qualify as exempt organizations under section

901(¢.(3) of the Tnternal Revenue Code or corresponding section of any
future federal tax code.

organization must be a8 tenant of - _

") angd vreside in the
apartment complex, Membership dues is $I annually, Yo

state thal vour members are currently bheing trained by -
S SN BN officials in  the e

become proficient in property management and other skills which will
enable you to manage properties and to provide management/consultant
services Yo organizations and neighborhood residents in  the

areas

A member of

Yaur

You will perform all management services Bassociated with managing
mulli~family propertiess such as tenant selectiony property
mainternancer rent collection» payment of pruperty bills, etce. Your
consultant services will 1include property mansgement analysis and
Rnergy conversion, The fees you will charge. for vyour services will
be determined im negotiation with the owners of the property vyou will
manage. You expect your normal management fee will be I percent of
aross receipts and uill be above cost.

Triitially the recipients of your services Wwill be terants of the
apartment complexs, buwt you project management of other low income
housing facilities. The services you will provide will include
employment opportunities within your organization and the tenmants will
be the direct recipients of your property management activities due to

the fact that they live in the facility you will manage. You stated
that at this timey» you do not know what poeblic housing facilities you
will manage. The private howsing facilities that you will manage will

have to be developed through your marketing effort.

The public will be made 3ware of your services througl, personal contact
and selective advertising.
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You exprect to be financially swupported by gramis and donations»
membership duesr and manajement fees. Fevenues from your managrment
services will be wesed to defrsy operating exgenses» including wages and
miscellaneons operating expenses.

Section G01(c){(3) of the Code mrovidess in part, for the exemption from
Federsl income tax of organizations organized 3nd operated exclusively
for charitsbles religious or educational purposesr no part of the net

earninas of which inures to the benefit of any private shareholder or
individual, C

Sectron 1,991 () (3)-1(a8) (1) of the Requlations states that in order to
qualify under section 501(e)(3) of the Coder 2an organizatiom wmust be
both orgarized  and  operated exclusively for one or more exempt
PUT OG0, If an organization fails to meet either the organizationsal
or ozerational Lesty it 1s not exempt,

Sectron (L3001 (eY (V-1 () (L) of the Regulatiors states that anm organizas-
Lo Wil e regarded as "operated exclusively® for one or more exempt
purepusas only 11 3t engage: primarily in activities which accomplish
oneg ar mere of socit exenpt purgoses specified in section 901(0)(3)  of
Lhe Code, A organization will neot be so regarded 1if more than  an
ptosube bantral vart of 1ts sctivzities 15 not in furtherance of an exempt
PIT CORE

Fev. FRul. 72-349. 19272-2 C.B.+ Z4% describes an organization that was
former Lo provide managerial  and conswlting services for nonprofit
orgarntvalions axempt from Federsl income tax wnder section 501¢(c)(3) of
the Cade Lo 1mprove the #dministration of their charitable programs.
The wrganizstion  entered into agreements -with wunrelated nonprofit
orgarmirations Lo forpish managerial and consulting services onm a cost
Daslne  The services consisted of writirg joh descriptions and training
manalse  recruiling personnels constructing cerganizational chartss and
advising organizations on specific methods of operation, Receipts of
Lthe organtzation ware from services rendered, Dishursements were for
operaling expensed,

In Rev, Rul, 72-349 the Irternal Revenue Service determined!?

A organization ds not exempt merely because its operations
are not conduoted for the purpoce of producing a8 profit, To

5atisfy the 'operational test' the organizations's resources

must be devoted to purcoses that qualify as exclusively

charitable within the meariry of section S501i(c)(3) of the

Co~~ snd the aspelicable rogulations.

Froviding managerial mRnd (onsulting services on a8 ragular
basis For a fee is trade r business ordinarily carried on
for profit. The fact thiat the services in this case are
provided at cost and solely for exempt or3janizastions is not
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sufficient to characterize this actaivity as charitable within
the meanina of section 501(c)(3) of the Code. Furnishing the
services at cost lacks the donative element necessary to
establish Lhis activity as charitable.

Accardinglys 1t is held that the organization's activities
are not charitable and therefore the organization does not
qualify Tor axemption {rom Federal income tax under section
301 (e (3) of the Code,

Urlike the organization described in the abova revente rulingrs you will

not he providing services to exempt organizations, Your services will
e orovided for public and private housing facilities, Your fees are
not charged at cost, In fact they will be above cost. As citea 1in

Rev, HRul. 72-349 scoves providing managerial and consulting services
on & rejular hases for 3 fee is a trade or business ordinarily carried
on for wrofil,

The requirenment that sn orgsnization must be or3anized and operated
exelusively for exenpt purposes in order to qualify for ewempt status
voses Lwo Lestsy which must be independently satisfied,

fasnd on the wnformation submittedy we have concluded that you do  not
mect the aporalbionsl Laest of section 301<¢c(3) of the Code as vyour
scbivibie v progoerly management  and  consulting are of the type
ordinoarly cansidered a trade or business carried on for profit, Tour
gelbivibties do ot Tulfill any charitable activity of the type described
i oseetton 0L CRY of the Code.






